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SUBJECT:  FOREX  DEMAND  EXPLODES 

Classified  By:  Ambassador  Christopher  Dell  for  reasons  1.4  b/d 

1_1 . (C)  Summary:  Importer  demand  for  foreign  exchange  through 

official  channels  is  setting  new  records.  Traders  continue 
to  migrate  to  the  parallel  markets,  where  the  zimdollar  now 
trades  at  US$16 , 000 :US$ , down  from  Z$8,000:US$  in  November. 

End  Summary . 

12.  (C)  Demand  at  the  Reserve  Bank  (RBZ),s  twice-weekly 
auctions  soared  to  a record  US$197  million  on  Monday.  The 
RBZ  continues  to  offer  importers  only  US$11  million  at  each 
auction.  The  RBZ  turned  back  8,063  of  8,136  bids  for 
discounted  foreign  exchange,  a refusal  rate  of  over  99 
percent.  The  auction  rate  remains  around  Z$6,100:US$. 

13.  (C)  Trading  on  the  illegal  but  increasingly  tolerated 
parallel  currency  markets  has  been  brisk.  A trader  told 
Econoff  today  he  now  pegs  the  buy/sell  midpoint  at 

Z$16 , 000 :US$ . We  estimate  that  nine  of  ten  gas  stations  in 
Harare  are  dry  today,  a consequence  of  the  fuel  importers, 
inability  to  acquire  forex  at  RBZ  auctions. 

14.  (C)  Comment:  With  almost  no  reserves  and  miniscule 

inflows  from  remaining  exports,  the  RBZ  is  powerless  to  prop 
up  the  country, s currency.  It  is  even  possible  that  the 
RBZ  is  selling  less  than  US$11  million  at  each  auction,  since 
it  does  not  publish  a list  of  auction  winners.  In  our  view, 
the  GOZ  will  have  to  devalue  the  zimdollar  significantly  or 
accept  a vibrant  parallel  market.  We  do  not  believe  an 
official  rate  stronger  than  Z$12,000:US$  would  arrest  the 
zimdollar, s plunge  and  indecisive  move  of  this  kind  could 
cause  a further  stampede  on  the  zimdollar  as  confidence  in 
its  worth  erodes  further. 

Dell 


